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First Session in Retrospect 


Washington Staff Report 


f es ADJOURNMENT Of the First Session of the 86th Congress on September 15 brought the 
usual maze of tabulations and reports on the effects of the legislators’ actions upon the 
Federal budgetary picture. These recapitulations ranged from claims that the Congress had 
trimmed the Administration’s new spending (obligational) authority requests by $2,580 mil- 
lion, to the Budget Bureau’s data indicating 
that the total new spending authority provided 
is $2,266 million above the original fiscal 
1960 estimates. This total includes $817 mil- 
lion in supplemental requests to be made when 
Congress reconvenes. 


budget request for a four-year program might be com- 
pared with an action by Congress in providing spend- 
ing authority for that program for just one or two 
years; (4) Some tabulations encompass Congressional 
actions On appropriations only, where others include 
all types of new spending (obligational) authority; 
(5) Many tabulations omit the so-called “permanent 


There can be various explanations of these differ- 


authorizations,” which become automatically avail- 


ences on a number of signifi- 
cant items in the make-up of 
these budgetary action tabu- 
lations. Briefly, here are some 
of the more common: (1) 
Comparisons may be made in 
some cases with the original 
January budget estimates, in 
others with later amended 
budget requests; (2) Certain 
of the recapitulations are 
made on a “fiscal year basis,” 
while others are made upon a 
“session basis;” i.e., they in- 
clude all session action on ap- 
propriations and other spend- 
ing authority, including “sup- 
plementals” for prior years, 
etc., without relating these 
data to a specific fiscal year; 
(3) Comparisons can be 
made of items not strictly 
comparable. For example, a 


This Issue In Brief 


An important omission of most Con- 
gressional budgetary action analyses of the 
session just ended is their failure to reveal 
the “very significant impact” some actions 
will have on future Federal spending, says 
this Review. 


It has been estimated Congressional 
action in the First Session will increase 
future Federal spending (after 1960) by 


almost $11 billion. 


Other bills, just started through the 
legislative machinery, if enacted next ses- 
sion, could add more billions to the future 
overall total. The issue is: will Congress in 
an election-year session, further increase 
spending, or will it cut it; also, will it cut 
back on existing programs? On this deci- 
sion rests the course of future spending 
and any prospects for tax and debt reduc- 
tion. 





able from year to year, with- 
out new action by Congress— 
the bulk of this category being 
for interest on the debt; (6) 
In most cases these recapitu- 
lations include the over-all 
total appropriated for the 
Post Office Department, most 
of which ($3,377 million out 
of $3,859 million this year) 
represents an authorization 
for the Department to utilize 
receipts from its postal oper- 
ations, while a few will follow 
Budget Bureau practice of in- 
cluding just that portion of 
the postal “appropriation” 
covering the postal deficit, the 
only amount actually affect- 
ing budget expenditures; and 
(7) Most of these recapitula- 
tions are confined to actions 
on spending authorizations. 
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Some, however, also include actions on revenue as- 
pects, which of course also affect the budget picture. 


If not properly analyzed, these varying tabulations 
are likely only to further confuse citizens objectively 
seeking to assess the fiscal record of Congress, and its 
effects upon Federal spending — and therefore upon 
the tax and debt prospects. 


It is elementary, but necessary to citizen under- 
standing to point out that the Congress does not act 
directly upon the timing of expenditures. It acts to 
provide what in budget parlance is described as “new 
obligational authority’—or what more clearly might 
be called “new spending authority.” In brief, this term 
covers the authorizations provided by the Congress 
which allow Federal agencies to incur obligations for 
the payment of money, without further action by the 
Congress. This encompasses appropriations, the most 
common form of obligational authority, plus also 
contract authority, and authority to expend from pub- 
lic or corporate debt receipts. These latter two cate- 
gories constitute what are called “backdoor” financing 
— because they are not usually made upon the rec- 
ommendations of the established Appropriations 
Committees—thus escaping the regular appropriation 
processes. 


These data become much more meaningful only 
when translated into terms showing the effects of Con- 
gress’ actions upon actual expenditures and receipts 


of the Federal government. To provide this transla- 
tion, the Bureau of the Budget annually issues a mid- 
year review of the Federal budget, which for the cur- 
rent fiscal year 1960 was released on September 24. 
Besides reflecting the changes in budget receipts and 
expenditures resulting from Congress’ actions in the 
recent session, the review also, of course, reflects 
changes due to economic and other factors. 


The original fiscal 1960 budget forecast a slim sur- 
plus of $70 million. The budget review now predicts 
a surplus of about $95 million. But beyond this the 
expenditure and receipts figures show tremendous 
change. 


Table 1, which follows, summarizes these latest 
official budget estimates of Federal expenditures and 
new spending authority available for the fiscal year 
1960. 


Estimated budget expenditures in January totaled 
$77,030 million; they are now estimated at $78,905 
million, an increase of $1,875 million. 


Debt, Tax Cuts Thwarted? 


Expenditures in all but one of the functional budget 
categories in the domestic-civilian field show increases 
over the original January estimates. Spending for 
“major national security” and “international” pro- 
grams—usually categorized as “protection” programs 





Table 1 


SUMMARY OF MID-YEAR BUDGET REVIEW ESTIMATES 
New Spending Authority and Expenditures, Fiscal 1960 
(Fiscal years. In millions) 






















New Spending (Obligational) Authority Expenditures 
1959 Recommended Enacted 1959 January Current 
Actual for 1960! for 1960 Actual Estimate 1960 Estimate 1960 
Bethe ey, ne $45,527 $45,267 $44,728 $46,411 $45,805 $45,713 
Internationai affairs and finance? 6,985? 3,081 : 3,750* ,129 2,051 
Commerce and housing cc. ecco 2,915 3,168 3,714° 3,423 2,243 2,925 
Agriculture and agricultural resources ........................ 5,426 4,498 4,363 6,562 5,996 6,052 
SEED IM gS RE ies 1,734 2,497 2,499 1,670 1,710 1,792 
Labor and welfare .............. decades elias + 8 ae ees 4,182 4,239 4,531 4,422 4,129 4,407 
Veterans’ services and benefits 00... 5,125 5,049 5,062 5,175 5,088 5,133 
ais. cdaecnsayoencseatonnsccseceovas 7,686 9,079 9,079 7,686 8,096 9,079 
RI oi, cna caitsveearencvsensreccoesvesarsecsnedussdad 1,796 1,622 1,608 1,600 1,735 1,678 
Allowance for contingencies... ooo... — - ie _ 100 75 
ORS 9 ea gE ae cade $81,376 $78,501' $78,256! $80,699 $77,030 $78,905 





' Plus $817 million in “anticipated supplementals’’ to be requested in the next Congressional session. 
2 Includes foreign economic aids, while foreign military assistance is included under ‘‘Major National Security.” 
3 Includes $4,550 million non-recurring items for International Bank and International Monetary Fund. 
4 includes $1,375 million non-recurring items for International Monetary Fund. 
5 Includes million increase (to $656 million) to cover postal deficit, by reason of Congressional 
failure to approve requested increase in postal rates, and a lower estimate of receipts under present law. 


Source: Bureau of the Budget; Midyear Review. 
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—are now estimated to be down slightly below Janu- 
ary estimates. 


The increase of $1,875 million in expenditures over 
the original January estimates is accounted for largely 
by (a) much larger than expected increases in interest 
costs on the public debt—about $1 billion higher; (b) 
an increase of $495 million in Post Office Department 
expenditures, resulting from Congressional failure to 
act on the Administration proposal to increase certain 
postal rates, which, together with a drop in anticipated 
postal revenues under existing legislation, results in a 
substantially larger postal deficit, and (c) an increase 
of $245 million in expenditures for certain programs 
under the Department of Health, Education, and Wel- 
fare, largely due to the action of Congress in increas- 
ing appropriations for these programs over the budget 
requests. 


While the estimated fiscal 1960 expenditure total is 
$1,794 million below the expenditure total in the “‘re- 
cession year” of fiscal 1959, the 1960 level will be far 
above any other year since the close of World War II, 
including the Korean War years. 


Moreover, again with the exception of the fiscal 
1959 “recession year,” the estimated total of $79,073 
million in new spending (obligational) authority now 
forecast to be made available in fiscal 1960 is signifi- 
cantly above the levels of other recent years, and gives 
added impetus to the upward spending trend. 


Table 2 shows the revised estimates of budget re- 
ceipts, as compared with the original January esti- 
mates, and with actual receipts for the 1959 fiscal 
year. 

Budget receipts, estimated at $77,100 million in 
January, are now estimated to total $79,000 million 
in this fiscal year. The revised fiscal 1960 estimate 
represents a jump of $10,842 million over the actual 
fiscal 1959 total receipts. 


Table 2 


BUDGET RECEIPTS, BY SOURCE 
(Fiscal years. In millions) 





1960 1960 

1959 January Current 

Actual Estimate Estimate 

Individual income taxes ........ $36,716 $40,700 $41,000 
Corporation income taxes ..... 17,309 21,448 22,500 
Excise taxes ........................ ere: : 8,945 9,100 
All other receipts ..... 5,628 6,007 6,400 
ee. $68,158 $77,100 $79,000 


Source: Bureau of the Budget; Midyear Review. 





Budget receipts from every source are now esti- 
mated to be greater than originally predicted, with 
corporate income taxes accounting for the greatest 
share of the increase. The increases from each source 
over the actual fiscal 1959 receipts are very substan- 
tial. If these revenue estimates are borne out, Federal 
budget receipts in fiscal 1960 will represent an extra- 
ordinary $8 billion above the previous record high of 
$71 billion in fiscal 1957. 


The significant point of these data is obvious: while 
a slim and precarious budget surplus is still forecast, 
expenditures are trending sharply above earlier esti- 
mates, and the budget “balance” is made possible only 
by the fact that receipts are expected to increase 
sharply also. 


Moreover, it is apparent that the increase in rev- 
enues due to the improvement in and growth of the 
economy are required to finance higher and higher 
expenditures. The hopes and predictions of some that 
such economic growth would make possible debt and 
tax reduction thus may be thwarted, unless Federal 
spending is brought under control more effectively. 


Potential Spending Threat Grave 


An important omission of most of the analyses of 
Congressional budgetary actions is that they do not 
reveal the very significant impact some of them will 
have on future Federal spending. 


For example, Budget Director Maurice H. Stans 
and others have pointed out recently that “there is 
enough built-in momentum in the commitments under 
present laws and programs to raise total expenditures 
in 1961 by two or three billion dollars.” 


In addition, the Budget Director, in a memorandum 
prepared for the President, has estimated that the 
actions taken by the Congress during the past session 
would increase Federal expenditures in future years 
(after 1960) by almost $11.5 billion. The bulk, about 
$10 billion, of this total predicted increase, is ac- 
counted for by 40-year estimates of the costs of the 
new veterans’ pension program (which as enacted 
provides for increased pensions for widows of World 
War II and Korean War veterans, not recommended 
by the Administration), and by the additional public 
housing units authorized in the final version of the 
1959 housing act (also approved over the objections 
of the Administration). Another $540 million in- 
crease is attributed to the failure of Congress to enact 
Presidential proposals to raise revenues. 


43 





TAX REVIEW, OCTOBER 1959 





Also significant for their potential future impact on 
expenditures are a number of “legislative” proposals 
to authorize new or expanded Federal programs. In 
any appraisal of Congress’ record—and intentions—as 
to Federal spending, these potential spending pro- 
grams are important to future spending trends. A 
number of measures were started through the legis- 
lative mill during the session which would, if enacted 
in next session, authorize substantial future spending, 
including bills to expand and increase the existing 
program of Federal grants for construction of sewage 
treatment plants; a four-year, $4.4 billion Federal aid 
for education bill reported by a House committee, and 
a two-year, $1 billion school construction grant pro- 
gram embodied in a bill reported late in the session 
in the Senate; a $390 million area redevelopment aid 
measure passed by the Senate; and a Senate-passed 
bill to establish a 150,000-man “Youth Conservation 
Corps,” estimated to cost $900 million over the first 
three years and perhaps $400 million annually there- 
after. 


Citizens Must Make Demands Felt 


Thus the issue is: Will the Congress in the 1960 
election-year session—with citizen support—add more 
new programs and/or expand existing ones to further 
increase the spending total? Or will Congress—at citi- 
zen insistence—resist such spending programs? And, 
will Congress—also at citizen insistence—face up to the 
budgetary dilemma, and seek to do something about 
cutting back existing Federal spending programs? The 
answers to these questions will likely determine the 
course of Federal spending in the years ahead, and 
thus also the prospects for reducing the burdensome 
debt and for prudent and long-awaited tax reduction 
and reform. 


In his last two budget messages, President Eisen- 
hower has offered a “blueprint” for revising certain 
statutory programs, and other actions, which, if 
adopted, would accomplish annual savings estimated 
at $3.5 billion. To a large extent these recommenda- 
tions have been ignored. In some instances Congress 
has seen fit to go in the opposite direction. 


The President’s recommendations may be grouped 
under six headings, as follows: (1) reduced Federal 


* 


participation in a wide variety of programs, (2) en- 
couragement of private financing of credit programs 
through flexible interest rates, (3) revision of out- 
moded farm support laws to reduce the burden on the 
Treasury and hasten needed adjustments in agricul- 
tural production, (4) modification of veterans’ laws 
to prevent waste, assure more equitable treatment of 
those with service-connected disabilities, and modern- 
ize the pension program in the light of social develop- 
ments and changes, (5) reappraisal of the system of 
subsidies for construction and operation of ships of 
the American merchant marine, and (6) reduction of 
the burden on the general public for costs of special 
services by providing more adequate taxes or special 
fees and changes upon beneficiaries. 


In the last session of Congress the Chief Executive 
was rebuffed on his proposals to reduce the Federal 
share of costs of such programs as urban renewal, 
public assistance, airport grants, and impact-area 
school aid, and to shift certain activities to the states 
and local governments. Higher interest ceilings for 
veterans’ direct and guaranteed housing loans were 
obtained, but at the expense of approval of additional 
Federal funds for direct loans. Supporters of interest 
subsidies for Rural Electrification Administration, 
college housing, and other loans stood firm. Little was 
accomplished toward a more rational farm program, 
and the revision of veterans’ laws enacted contains 
features objectionable to the Administration, and sub- 
stantially increases long-range pension costs. The 
trend in shipping subsidies is upward rather than 
downward. Congress refused to increase postal rates, 
a major recommendation in connection with increased 
charges for special services. 


This year Congress acceded to widespread public 
demands, made doubly forcible by Presidential vetoes, 
to eliminate most of the costly new or expanded 
spending proposals. By this anti-inflationary effort, 
the Federal spending trend upward was slowed. 


But for the future, unless and until citizen demand 
forces the Congress to “face up” to proposed curtail- 
ment of existing programs, and to continue to resist 
establishment of new programs and commitments, the 
Federal spending trend is likely to continue its surge 
upward. 
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